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673.2 Applicability of regulations. 

Subpart B—General Provisions for the Fed-
eral Perkins Loan, FWS, and FSEOG 
Programs 

673.3 Application. 
673.4 Allocation and reallocation. 
673.5 Overaward. 
673.6 Coordination with BIA grants. 
673.7 Administrative cost allowance. 

AUTHORITY: 20 U.S.C. 421–429, 1070b–1070b–3, 
1070g, 1087aa–1087ii; 42 U.S.C. 2751–2756b, un-
less otherwise noted. 

SOURCE: 61 FR 60393, Nov. 27, 1996, unless 
otherwise noted. 

Subpart A—Purpose and Scope 

§ 673.1 Purpose. 

This part governs the following three 
programs authorized by title IV of the 
Higher Education Act of 1965, as 
amended (HEA) that participating in-
stitutions administer: 

(a) The Federal Perkins Loan Pro-
gram, which encourages the making of 
loans by institutions to needy under-
graduate and graduate students to help 
pay for their cost of education. 

(b) The Federal Work-Study (FWS) 
Program, which encourages the part- 
time employment of undergraduate and 
graduate students who need the income 
to help pay for their cost of education 
and which encourages FWS recipients 
to participate in community service 
activities. 

(c) The Federal Supplemental Edu-
cational Opportunity Grant (FSEOG) 
Program, which encourages the pro-
viding of grants to exceptionally needy 
undergraduate students to help pay for 
their cost of education. 

(Authority: 20 U.S.C. 421–429, 1070b–1070b–3, 
and 1087aa–1087ii; 42 U.S.C. 2751–2756b) 

§ 673.2 Applicability of regulations. 

The participating institution is re-
sponsible for administering these pro-
grams in accordance with the regula-
tions in this part and the applicable 
program regulations in 34 CFR parts 
674, 675, and 676. 

(Authority: 20 U.S.C. 421–429, 1070b–1070b–3, 
and 1087aa–1087ii; 42 U.S.C. 2751–2756b) 

Subpart B—General Provisions for 
the Federal Perkins Loan, FWS, 
and FSEOG Programs 

§ 673.3 Application. 
(a) To participate in the Federal Per-

kins Loan, FWS, or FSEOG programs, 
an institution shall file an application 
before the deadline date established an-
nually by the Secretary through publi-
cation of a notice in the FEDERAL REG-
ISTER. 

(b) The application for the Federal 
Perkins Loan, FWS, and FSEOG pro-
grams must be on a form approved by 
the Secretary and must contain the in-
formation needed by the Secretary to 
determine the institution’s allocation 
or reallocation of funds under sections 
462, 442, and 413D of the HEA, respec-
tively. 

(Authority: 20 U.S.C. 1070b–3 and 1087bb; 42 
U.S.C. 2752) 

§ 673.4 Allocation and reallocation. 
(a) Allocation and reallocation of Fed-

eral Perkins Loan funds. (1) The Sec-
retary allocates Federal capital con-
tributions to institutions participating 
in the Federal Perkins Loan Program 
in accordance with section 462 of the 
HEA. 

(2) The Secretary reallocates Federal 
capital contributions to institutions 
participating in the Federal Perkins 
Loan Program by— 

(i) Reallocating 80 percent of the 
total funds available in accordance 
with section 462(j) of the HEA; and 

(ii) Reallocating 20 percent of the 
total funds available in a manner that 
best carries out the purposes of the 
Federal Perkins Loan Program. 

(b) Allocation and reallocation of FWS 
funds. The Secretary allocates and re-
allocates funds to institutions partici-
pating in the FWS Program in accord-
ance with section 442 of the HEA. 

(c) Allocation and reallocation of 
FSEOG funds. (1) The Secretary allo-
cates funds to institutions partici-
pating in the FSEOG program in ac-
cordance with section 413D of the HEA. 

(2) The Secretary reallocates funds to 
institutions participating in the 
FSEOG Program in a manner that best 
carries out the purposes of the FSEOG 
Program. 
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(d) General allocation and realloca-
tion—(1) Categories. As used in section 
462 (Federal Perkins Loan Program), 
section 442 (FWS Program), and section 
413D (FSEOG Program) of the HEA, 
‘‘Eligible institutions offering com-
parable programs of instruction’’ 
means institutions that are being com-
pared with the applicant institution 
and that fall within one of the fol-
lowing six categories: 

(i) Cosmetology. 
(ii) Business. 
(iii) Trade/Technical. 
(iv) Art Schools. 
(v) Other Proprietary Institutions. 
(vi) Non-Proprietary Institutions. 
(2) Payments to institutions. The Sec-

retary allocates funds for a specific pe-
riod of time. The Secretary provides an 
institution its allocation in accordance 
with the payment methods described in 
34 CFR 668.162. 

(3) Unexpended funds. (i) If an institu-
tion returns more than 10 percent of its 
Federal Perkins Loan, FWS, or FSEOG 
allocation for an award year, the Sec-
retary reduces the institution’s alloca-
tion for that program for the second 
succeeding award year by the dollar 
amount returned. 

(ii) The Secretary may waive the pro-
vision of paragraph (d)(3)(i) of this sec-
tion for a specific institution if the 
Secretary finds that enforcement 
would be contrary to the interests of 
the program. 

(iii) The Secretary considers enforce-
ment of paragraph (d)(3)(i) of this sec-
tion to be contrary to the interest of 
the program only if the institution re-
turns more than 10 percent of its allo-
cation due to circumstances beyond 
the institution’s control that are not 
expected to recur. 

(e) Anticipated collections of Federal 
Perkins Loan funds. (1) For the purposes 
of calculating an institution’s share of 
any excess allocation of Federal Per-
kins Loan funds, an institution’s an-
ticipated collections are equal to the 
amount that was collected by the insti-
tution during the second year pre-
ceding the beginning of the award pe-
riod multiplied by 1.21. 

(2) The Secretary may waive the pro-
vision of paragraph (e)(1) of this sec-
tion for any institution that has a co-

hort default rate that does not exceed 
7.5 percent. 

(f) Authority to expend FWS funds. Ex-
cept as specifically provided in 34 CFR 
675.18 (b), (c), and (f), an institution 
may not use funds allocated or reallo-
cated for an award year— 

(1) To meet FWS wage obligations in-
curred with regard to an award of FWS 
employment made for any other award 
year; or 

(2) To satisfy any other obligation in-
curred after the end of the designated 
award year. 

(g) Authority to expend FSEOG funds. 
Except as specifically provided in 34 
CFR 668.164(g), an institution shall not 
use funds allocated or reallocated for 
an award year— 

(1) To make FSEOG disbursements to 
students in any other award year; or 

(2) To satisfy any other obligation in-
curred after the end of the designated 
award year. 

(Authority: 20 U.S.C. 1070b-3 and 1087bb, 42 
U.S.C. 2752) 

§ 673.5 Overaward. 
(a) Overaward prohibited—(1) Federal 

Perkins Loan and FSEOG Programs. An 
institution may only award or disburse 
a Federal Perkins loan or an FSEOG to 
a student if that loan or the FSEOG, 
combined with the other estimated fi-
nancial assistance the student receives, 
does not exceed the student’s financial 
need. 

(2) FWS Program. An institution may 
only award FWS employment to a stu-
dent if the award, combined with the 
other estimated financial assistance 
the student receives, does not exceed 
the student’s financial need. 

(b) Awarding and disbursement. (1) 
When awarding and disbursing a Fed-
eral Perkins loan or an FSEOG or 
awarding FWS employment to a stu-
dent, the institution shall take into ac-
count those amounts of estimated fi-
nancial assistance it— 

(i) Can reasonably anticipate at the 
time it awards Federal Perkins Loan 
funds, an FSEOG, or FWS funds to the 
student; 

(ii) Makes available to its students; 
or 

(iii) Otherwise knows about. 
(2) If a student receives amounts of 

estimated financial assistance at any 
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